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SUMMARY 

A  greater  volume  of  farm  products  is 
in  prospect  for  the  rest  of  the  year. 
Leading  the  way,  pork  output  in  the  fall 
may  run  a  tenth  or  more  larger  than  a  year 
earlier.    Poultry  is  expected  to  be  in 
larger  supply  throughout  the  summer  and 
fall,  and  egg  production  may  run  moderately 
above  last  year.    A  small  gain  in  milk  out- 
put also  is  in  prospect.    Moreover,  sup- 
plies of  fresh  summer  vegetables  and  many 
fruits  will  be  seasonally  larger.  Beef 
output,  however,  may  show  only  slight 
gains.    Among  the  major  crops,  larger  out- 
put is  expected  for  feed  grains  and  soy- 
beans. 
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Primarily  because  of  expected  in- 
creases in  marketings  of  livestock  and 
products,  prices  for  farm  products  will 
likely  drift  moderately  below  a  year  ear- 
lier by  late  1970,  despite  strong  demand. 
However,  for  the  year  as  a  whole,  farmers' 
prices  will  probably  average  slightly 
above  the  19^9  level. 


PRICES  RECEIVED  BY  FARMERS 
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Consumer  demand  for  farm  products 
continues  very  strong,  and  may  partially 
offset  the  price  effect  of  increased  out- 
put.   But  due  to  a  slower  rise  in  retail 
food  prices  and  continued  consumer  cau- 
tion, spending  for  food  products  may  in- 
crease less  rapidly.    For  the  year,  how- 
ever, outlays  for  food  and  beverages  are 
likely  to  advance  substantially  more  than 
the  k<f0  increase  for  1969. 
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As  supplies  of  food  products  con- 
tinue to  expand  and  the  expected  easing 
in  inflationary  pressures  occurs,  retail 
food  prices  may  average  in  a  narrow  range 
during  the  rest  of  1970  and  decline  more 
than  seasonally  in  the  fall.  However, 
there  were  sharp  increases  in  late  1969 
and  early  1970.    Thus,  retail  food  store 
prices  will  likely  remain  above  last  year, 
though  the  margin  will  continue  to  nar- 
row.   For  the  year  as  a  whole,  food  store 
prices  are  expected  to  average  h^f0  to  5$ 
above  This  assumes  in  coming 

months  that  the  spread  between  retail  and 
farm  prices,  which  has  widened  sharply 
this  year,  will  level  off  and  may  narrow 
from  a  year  earlier.    Further  price  in- 
creases for  food  eaten  away  from  home  are 
expected  the  rest  of  the  year,  although 
at  a  somewhat  slower  pace  than  the  close 
to  8%  annual  rate  so  far  in  1970. 


The  outlook  for  exports  of  U.S. 
farm  products  during  1970/71  shows  promise 
for  a  moderate  increase.    Exports  of 
wheat  are  expected  to  expand  moderately. 
Feed  grain  exports  may  show  only  a  modest 
pickup  from  last  year.    Early- season 
prospects  for  cotton  exports  are  favora- 
ble and  the  soybean  export  outlook  is 
good.    However,  exports  of  rice  and  to- 
bacco may  edge  lower. 

The  Nation's  economy  is  expected  to 
show  a  pickup  during  the  second  half.  An 
improvement  in  sales  of  autos  and  other 
durable  goods  is  expected  as  the  least 
expensive  models  are  promoted  and  inven- 


tories reduced.    Pent-up  demand  for 
housing  may  be  partially  satisfied  as  a 
result  of  more  favorable  financial  con- 
ditions and  special  government  programs 
to  support  housing.    Because  of  generally 
smaller  corporate  profits  and  liquidity 
problems  facing  a  few  large  corporations, 
expenditures  for  plant  and  equipment  may 
increase  only  slightly  in  many  indus- 
tries. 


MAJOR  SOURCES  OF  DEMAND 


$  Bll 
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Further  gains  in  after-tax  incomes 
caused  by  rising  wage  rates  and  larger 
personal  exemptions  plus  the  expansionary 
effect  of  a  developing  Federal  deficit 
will  offset  reduced  expenditures  for 
defense  and  slow  the  advance  in  the  rate 
of  inventory  investment.     Income  gains 

are  expected  to  support  large  increases 
in  consumer  spending,  although  these  in- 
creases likely  will  be  less  than  in  1968 
and  1969. 

Prospective  developments  in  the  ag- 
ricultural and  nonfarm  economy  suggest 
that  farmers  will  realize  net  incomes  in 
1970  close  to  the  $16.2  billion  of  last 
year.     Some  easing  in  farm  income  in  the 
second  half  may  about  offset  earlier 
gains.    Most  of  the  downward  pressure 
will  be  on  livestock  and  livestock  prod- 
uct prices.    Thus,  even  though  crop  sales 
may  run  a  little  higher,  the  increase  in 
total  market  receipts  from  a  year  earlier 
is  expected  to  narrow.    Total  production 
outlays,  however,  are  likely  to  continue 
to  advance  and  offset  expected  gains  in 
gross  income. 
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...Outlook  for  major  commodities... 

. . .Hog  marketings  are  expected  to 
run  moderately  larger  this  summer,  and 
by  fall  they  may  be  up  a  tenth  or  more. 
Hog  prices  are  now  slightly  below  19^9 
levels;  later  in  the  year  they  will  be 
down  significantly. 


CHAN6ES  IN  HOG  PIKES  AND  POM  PRODUCTION 


X  CHANOI* 


. . .Marketings  of  fed  cattle  will 
likely  be  slightly  larger  this  summer  and 
fall.     Prices — currently  close  to  last 
year — may  continue  steady  to  strong  this 
summer,  and  ease  some  in  the  fall  when 
competing  supplies  become  larger... 

. . .Sheep  and  lamb  slaughter  is  ex- 
pected to  run  below  last  year  in  the  rest 
of  1970.     Prices  will  likely  average  near 
midyear  levels... 

. . .Broiler  output — up  13%  so  far 
this  year- -may  show  more  moderate  gains 
in  the  second  half.    Prices  are  expected 
to  continue  below  a  year  earlier... 

. . .Turkey  output  is  expected  to  con- 
tinue moderately  larger  in  coming  months. 
Producer  prices  may  ease  to  near  year- 
earlier  levels... 

...Production  prospects  for  eggs 
point  to  moderately  larger  output. 
Prices  will  likely  continue  to  trail  19&9 
levels . . . 

. . .Milk  output  in  the  second  half 
may  exceed  I969  rates.    Larger  output  per 


cow  is  expected  to  more  than  offset  the 
slowing  decline  in  cow  numbers.  Producer 
price  increases  are  expected  to  moderate 
during  the  rest  of  1970... 

...Both  supply  and  use  of  feed 
grains  are  expected  to  increase  in 
1970/71,  giving  another  season  of  little 
change  in  carryover.    Output  is  estimated 
U$  larger  in  1970,  and  even  though  carry- 
in  stocks  are  down,  total  supplies  are 
slightly  larger.    Despite  lower  feed- 
price  ratios  in  prospect,  the  larger  num- 
ber of  animals  will  probably  increase 
feed  requirements  this  season;  feed  grain 
exports  are  also  expected  to  be  up  slight- 
ly. . . 

...The  1970  wheat  crop  is  down  8% 
from  last  year,  but  total  supplies  are 
only  slightly  smaller  because  of  the 
larger  carryin.    Wheat  feeding  may  drop 
this  season,  but  prospects  for  a  moderate 
pickup  in  wheat  exports  point  to  only 
slight  increases  in  carryover  next  July. . . 


. . .A  slight  increase  in  soybean 
acreage,  plus  allowance  for  yield  improve- 
ment, suggests  the  1970  crop  may  be  a 
little  larger.    But  because  of  a  smaller 
carryover,  total  1970/71  supplies  may  be 
a  little  smaller.    Soybean  utilization 
will  likely  be  up  again... 

. . .Cotton  production  and  use  are 
expected  to  be  larger  this  season.    A  2% 
increase  in  acreage  with  more  nearly 
normal  yields  should  increase  output; 


WHEAT  ACREAGE,  YIELD 
AND  PRODUCTION 
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larger  prospective  exports  and  a  pickup 
in  domestic  use  should  boost  disappear- 
ance. . . 

...Production  of  tobacco  is  esti- 
mated to  drop  slightly  in  1970.  Carryover 
stocks  are  also  down,  further  reducing 
1970/71  supplies.    Use  may  outpace  pro- 
duction, contributing  to  a  further  drop 
in  carryover. . . 

. . .Acreage  of  most  processing  vege- 
tables is  moderately  smaller  this  season, 


but  processed  supplies  are  generally- 
adequate  .    Fresh  vegetable  output  may  be 
up  slightly  this  'summer,  and  prices  will 
be  around  those  of  last  year... 

. . .Production  of  most  noncitrus 
fruits  in  1970  is  expected  to  be  down 
substantially  from  last  year's  large 
crop.    However,  because  of  processors' 
large  carryin  stocks,  supplies  are  ex- 
pected to  be  ample  this  season.  Prices 
for  most  processed  items  are  currently 
below  last  season. 


PER  CAPITA  CONSUMPTION  OF 
SELECTED  CROP  PRODUCTS 


1950  1955  1960  1965  1970 

ITEMS  COMBINED  IN  TERMS  OF  CONST  ANT  RETAIL  PRICES.  A  PRELIMINARY  °  EXCLUDES  MELONS. 

*  CALORIC  ONLY.         t  GRAIN  COMPONENTS  ONLY 
U.S.  DEPARTMENT  OF  AGRICULTURE  NEC  ERS  5278  -  70  (  7)      ECONOMIC  RESEARCH  SERVICE 
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AGRICULTURAL  SITUATION 


Prices  for  farm  products  drifted 
downward  slightly  during  the  second  quar- 
ter in  response  to  larger  supplies  of 
meats  and  poultry.    Some  seasonal  price 
recovery  occurred  in  July,  but  compared 
with  a  year  earlier  prices  averaged  only 
2$  higher.    During  the  first  quarter, 
however,  they  averaged  Q%  above  a  year 
earlier. 

Prospects  for  larger  supplies  in 
the  second  half  of  1970  point  to  some  fur- 
ther easing  in  farm  product  prices,  even 
though  consumer  demand  is  expected  to  con- 
tinue strong.     Indicated  pork  output  in 
the  fall  may  run  a  tenth  or  more  larger 
than  a  year  earlier.     Production  of  poul- 
try is  expected  to  continue  above  1969 
throughout  the  year;  egg  output  in  the 
fall  may  run  moderately  above  last  year. 
A  small  gain  in  milk  production  is  in 
prospect.    Beef  output  may  show  only 
slight  gains  but  producer  prices  for  cat- 
tle late  in  the  year  will  face  increased 
competition.     Production  of  fresh  summer 
vegetables  is  slightly  larger  and  sup- 
plies of  many  fruits  will  be  seasonally 
heavy  this  summer  and  fall. 

Prices  for  the  major  crops,  however, 
may  hold  up  fairly  well,  reflecting  a 
tighter  supply  balance  for  several  crops 
and  price  supports.    Average  prices  for 
all  farm  products  are  expected  to  run 
moderately  below  a  year  earlier  by  the 
closing  months  of  1970,  although  for  the 
year  as  a  whole,  they  may  slightly  top  the 
1969  average. 


Outlays  for  food  and  beverages  in- 
creased at  a  seasonally  adjusted  $1-|  bil- 
lion annual  rate  during  April- June,  com- 
pared with  a  $4.2  billion  jump  during  the 
first  quarter.    The  smaller  gain  primarily 
reflected  the  second  quarter  deceleration 
in  retail  food  prices.     Compared  with  a 
year  earlier  expenditures  for  food  and 
beverages  averaged  more  than  Q°j0  higher. 


FOOD  EXPENDITURES  AND  INCOME 
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Gains  in  food  and  beverage  spending 
have  moderated  somewhat  in  recent  months 
and  are  expected  to  continue  to  slow  in 
the  second  half  of  1970  as  food  supplies 
generally  become  more  plentiful  and  retail 
food  prices  level  off.    For  the  year,  how- 
ever, outlays  are  likely  to  advance  con- 
siderably more  than  the  k%  average  in- 
crease for  1969  due  to  sharp  price  in- 
creases earlier  this  year  and  anticipated 
gains  in  purchased  volume  for  the  rest  of 
1970. 


Demand  for  Farm  Products 

Demand  for  farm  products  continued 
very  strong  in  the  second  quarter  as  con- 
sumers '  after-tax  incomes  climbed  a  record 
amount  due  to  big  retroactive  social 
security  benefit  payments  and  the  Federal 
pay  increase.    Even  so,  because  of  slower 
rises  in  some  prices  at  retail — particu- 
larly food--and  continued  consumer  cau- 
tion, total  consumer  outlays  advanced  more 
slowly.     Spending  for  food  and  farm  relat- 
ed products  registered  a  somewhat  more 
moderate  increase  than  in  the  previous  few 
quarters . 


Food  supplies  have  become  more 
plentiful  in  recent  months  primarily  be- 
cause of  expanding  production  of  meats  and 
broilers.    For  the  whole  year,  per  capita 
supplies  are  expected  to  average  slightly 
larger  than  in  19&9?  although  most  of  the 
gain  will  likely  occur  in  the  last  half  of 
1970.    Among  the  animal  products,  per 
capita  supplies  are  likely  to  be  larger 
for  broilers,  beef,  and  fish,  while  sup- 
plies of  veal,  lamb,  and  milk  will  prob- 
ably continue  to  drift  lower.     The  ex- 
pected sharp  pickup  in  pork  supplies  later 
this  year  will  about  equal  per  capita 
declines  in  early  1970.     In  the  crop  foods, 
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larger  per  capita  consumption  is  expected 
for  fresh  and  processed  fruits,  and  vege- 
table oils.    Declines  are  expected  for 
vegetables,  potatoes,  and  coffee. 


twice  the  first  quarter  advance.  Compared 
with  a  year  earlier,  these  second  quarter 
outlays  were  up  nearly  8$,  most  of  which 
was  due  to  higher  prices. 


Because  of  the  pickup  in  supplies 
of  food  products  in  recent  months,  the  in- 
crease in  producer  prices  over  a  year  ear- 
lier has  narrowed.    Accordingly,  prices 
for  food  at  retail  have  risen  only  slight- 
ly in  recent  months.    As  supplies  continue 
to  expand  and  inflationary  pressures  ease 
as  expected,  retail  food  store  prices  may 
move  in  a  narrow  range  during  the  rest  of 
the  summer,  with  a  more  than  seasonal 
decline  in  the  fall. 


RETAIL  FOOD  PRICE  SEASONALITY 
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However,  because  of  the  relatively 
high  level  of  prices  in  the  early  months 
of  the  year,  due  to  sharp  increases  in 
late  1969  and  early  1970,  retail  food 
store  prices  will  likely  continue  above 
last  year,  though  the  margin  will  narrow. 
For  all  or  1970,  food  prices  at  grocery 
stores  are  expected  to  average  h-^  to  5$ 
above  last  year.    This  assumes  that  the 
spread  between  retail  and  farm  prices, 
which  has  widened  sharply  this  year,  will 
level  off  and  may  narrow  some  from  a  year 
earlier.    Prices  for  food  eaten  away  from 
home  are  expected  to  continue  to  increase 
during  the  rest  of  the  year  although  at 
somewhat  slower  rates. 

Among  the  nonfoods,  total  outlays 
for  clothing,  shoes,  tobacco,  and  other 
nondurable s  produced  partly  from  farm- 
origin  items  increased  very  moderately  in 
the  second  quarter.    Sales  of  clothing, 
however,  did  accelerate,  rising  by  nearly 


Domestic  use  of  livestock  feed-which 
accounts  for  over  k0<f0  of  crop  output — has 
expanded  moderately  this  season.    In  addi- 
tion to  increased  use  of  feed  grains,  high 
protein  feeding  has  also  picked  up  to 
balance  larger  usage  of  grain  concen- 
trates.   Moreover,  wheat  feeding  has  in- 
creased this  year.    Although  livestock- 
feed  price  relationships  will  likely  de- 
cline in  the  coming  season,  a  larger  num- 
ber of  animals  is  expected  to  boost  total 
feed  use. 

Exports  and  Imports  of 
Agricultural  Products 

Foreign  marketings  of  U.S.  farm 
products  expanded  substantially  during 
the  past  year,  due  to  gains  in  commercial 
dollar  sales.    U.S.  farm  product  exports 
totaled  $6.6  billion  for  the  fiscal  year 
ended  June  30,  1970.    This  is  16%  above 
fiscal  1969  and  only  $0.2  billion  below 
the  record  $6.8  billion  for  fiscal  1967. 

Exports  of  soybeans  and  products 
were  valued  over  $1.5  billion  for  fiscal 
year  1970,  up  $300  million  from  last  year. 
These  shipments  accounted  for  the  major 
part  of  the  gain  in  farm  exports.  Grains 
and  preparations  also  contributed  largely 
to  the  overall  pickup.    Feed  grains 
accounted  for  much  of  this  increase  with 
Japan  being  our  major  customer.  Other 
gainers  in  fiscal  1970  were  fruits,  nuts, 


U.S.  AGRICULTURAL  EXPORTS, 
BY  VALUE 
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vegetables,  hides  and  skins,  and  animal 
fats.    The  marked  improvement  in  exports 
over  the  previous  year  partly  reflects 
the  settlement  of  the  longshoremen's 
strike  which  limited  exports  in  early 
1969. 

Agricultural  imports  totaled  a 
record  $5-5  billion  in  1969/70,  11%  larg- 
er than  a  year  ago — due  mainly  to  higher 
prices.    Both  supplementary  (competitive) 
and  complementary  (noncompetitive)  prod- 
ucts contributed  to  the  increase.  Con- 
tributing to  the  increase  in  complemen- 
tary products  were  coffee  (due  mainly  to 
sharply  higher  prices),  cocoa  beans, 
crude  rubber,  and  spices.    Beef  and  veal, 
pork,  dutiable  cattle,  sugar,  vegetables, 
and  wines  accounted  for  -most  of  the  sup- 
plementary gain. 

The  U.S.  agricultural  trade  balance 
(exports  minus  imports)  showed  a  sharp 
rise  over  a  year  ago  for  fiscal  year  1970. 
The  gain,  contrasting  with  the  decrease 
in  1969' s  agricultural  trade  balance,  was 
the  largest  yearly  increase  since  I96U. 
The  more  favorable  agricultural  trade 
balance  situation  occurred  primarily  be- 
cause of  the  sharp  advance  in  the  volume 
of  exports  which  has  been  declining  since 
1967.    The  export  jump  more  than  compen- 
sated for  the  increase  in  imports,  which 
have  risen  steadily  since  1965. 


U.S.  agricultural  trade  balance, 
fiscal  years  1969  and  1970 


Item 

:1968/69 

:  Per- 

:1969/70: cent age 
:            : change 

—Mil. 

dol.  —  Pet. 

Exports 

5,7Ul 

6,6k6  16 

Imports 

M31 

5,UQl  11 

Trade  balance 

810 

1,165  hh 

The  outlook  for  U.S.  exports  of 
farm  products  during  1970/71  shows  some 
promise  £or  a  moderate  increase.  Exports 
of  wheat  are  expected  to  total  600  to  650 


million  bushels  compared  with  610'  in 
I969/7O.     Commercial  sales  will  likely 
top  last  year's  level,  but  wheat  ship- 
ments under  government  programs  remain 
highly  uncertain.    Feed  grain  exports  may 
show  only  a  modest  pickup  over  1969/70' s 
19  million  tons .     Europe ' s  1970  grain 
prospects  are  a  little  less  favorable  but 
U.S.  export  competition  from  Southern 
Hemisphere  countries  will  continue  keen. 
Early- season  cotton  export  prospects  also 
point  to  a  moderate  pickup.    Exports  of 
cotton  should  benefit  from  increased  U.S. 
supplies,  particularly  of  shorter  staples. 
Prospects  are  also  good  for  another  year 
of  heavy  soybean  exports  in  1970/71.  How- 
ever, exports  of  rice  and  tobacco  may  de-r 
cline. 

Livestock  Supply-Price  Prospects 

Supplies  of  livestock  and  products 
are  becoming  more  plentiful  as  the  year 
advances.    During  the  first  quarter,  pro- 
duction ran  close  to  a  year  earlier,  but 
in  April- June  output  edged  ahead.  Sharp 
increases  in  output  of  broilers  and  beef 
combined  with  a  slight  gain  for  milk, 
more  than  offset  cutbacks  for  veal  and 
lamb.    Because  of  the  pickup  in  supplies, 
prices  for  livestock  and  products  declined 
from  the  first  quarter  peak.    Even  so, 
strong  demand  held  average  producer  prices 
for  livestock  and  products  in  the  second 
quarter  2$  above  a  year  earlier.    In  June 
and  July  prices  averaged  slightly  below 
last  year,  although  they  strengthened 
seasonally  in  July. 


PER  CAPITA  CONSUMPTION  OF 
SELECTED  LIVESTOCK  PRODUCTS 


%  OF  1950 
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Production  prospects  for  the  rest 
of  1970  point  to  a  continued  pickup  in 
supplies  of  livestock  and  products,  with 
expected  gains  in  hog  slaughter  leading 
the  advance.    Thus,  despite  continued 
strong  consumer  demand,  producer  prices 
will  likely  continue  to  move  lower.  How- 
ever, for  all  of  1970  prices  for  live- 
stock and  products  are  expected  to  aver- 
age slightly  above  year-earlier  levels. 

The  large  expected  increase  in  hog 
slaughter  this  fall  is  in  response  to  the 
sharp  runup  in  hog-corn  ratios  in  late 
1969  and  early  1970.    Hog  slaughter  has 
been  picking  up  relative  to  last  year, 
and  producer  prices  in  recent  months  have 
dropped  slightly  below  1969  levels. 
Prices  later  in  the  year  may  drop  more 
than  seasonally,  and  average  well  below 
second  half  1969. 


Percentage  change  from  a  year 
earlier  in  livestock- feed 
price  ratios 


Year 

:  Beef 
steer- 
:  corn 

:  Hog- 
:  corn 

:Broiler- 
:  feed 

Milk- 
:  feed 

1969/68: 
I 

3.7 

2.3 

6.5 

5.h 

II 

9.7 

7.k 

0 

3.1 

III 

-5.0 

9.6 

5.9 

0 

IV 

-3.5 

31.U 

6.7 

.5 

1970/69: 

I 

-1.2 

31.5 

-6.1 

1.1 

II 

-7.7 

5.3 

-12.1 

1.8 

Cattle  feeders  plan  to  market 
slightly  more  cattle  this  summer  than 
last.    Fall  marketings  may  run  about  the 
same  or  only  a  little  larger  than  a  year 
earlier.    Cattle  prices — currently  close 
to  last  year — may  be  steady  to  strong  in 
coming  months.    However,  by  fall  some 
easing  may  occur  as  supplies  of  nonfed 
beef  increase  and  competition  from  ex- 
panding pork  supplies  intensifies. 
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FED  CATTLE  MARKETINGS,  BY  QUARTERS 
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Lamb  and  mutton  production  so  far 
in  1970  has  about  matched  first  half  1969 
output.    But  a  drop  is  likely  for  the  rest 
of  the  year  because  of  the  smaller  1970 
lamb  crop.    Second  half  prices  are  ex- 
pected to  average  about  the  same  as  a 
year  earlier. 

U.S.  production  of  shorn  wool  is 
expected  to  total  162  million  pounds 
grease  basis  in  1970.    A  slightly  larger 
average  fleece  weight  is  partially  off- 
setting a  reduced  number  of  sheep  shorn. 
But  total  production  will  be  down  slightly 
from  last  year's  166  million  pounds.  Sup- 
plies of  raw  apparel  wool  also  have  been 
down  as  dutiable  imports  through  the  end 
of  May  were  slightly  smaller  than  a  year 
earlier. 

Broiler  output  has  made  substantial 
gains  so  far  in  1970.    However,  a  reduced 
rate  of  increase  in  chick  placements  and 
egg  settings  points  to  smaller  production 
gains  this  summer.    Moreover,  prospects 
for  an  upsurge  in  hog  slaughter  later  this 
year  may  induce  broiler  growers  to  moder- 
ate their  production  plans.  Broiler 
prices  have  declined  so  far  this  year,  and 
in  late  July  were  below  last  year.  Fur- 
ther supply  increases  and  the  prospective 
surge  in  pork  output  are  expected  to  hold 
prices  for  broilers  under  1969  levels. 

Turkey  output  has  been  up  so  far 
this  year  but  reduced  cold  storage  stocks 
have  held  total  supplies  under  1969 
levels.    Further  output  increases  are  in 
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prospect  during  the  main  marketing  season 
but,  with  smaller  stocks,  total  supplies 
may  run  only  slightly  larger.  Producer 
prices  may  ease  below  year- earlier  levels. 

Moderate  gains  in  egg  output  are 
expected  in  the  second  half  of  this  year. 
The  laying  flock  currently  totals  slightly 
larger  and  laying  rates  are  expected  to 
pickup  in  coming  months.    Egg  prices 
dropped  sharply  during  the  winter  and 
spring.    Since  May  they  have  recovered 
some,  but  are  still  below  a  year  earlier. 
Larger  prospective  output  in  coming  months 
will  likely  continue  to  hold  prices  under 
a  year  ago. 

Milk  output  has  been  up  slightly 
this  year.  If  cow  numbers  continue  to 
decline  at  the  current  slow  rate,  in- 


creasing output  per  cow  is  expected  to 
hold  second  half  production  above  1969 
levels.    Prices  for  milk  in  the  first  half 


U.S.  MILK  PRODUCTION  BY  MONTHS 

BIL  IB.  I  I  I 


JAN.         MAR.  MAY  JULY  SEPT.  NOV. 


Table  2. — Production  and  prices  received  by  farmers  for  major 
livestock  and  livestock  products,  1967,  1968,  1969,  and 
second  quarters  of  I969  and  1970 


Item 


Unit 


Annual 


1967 


1968 


1969 


Second  quarter 


1969   ;  1970  1/ 


Production  2/ 


Cattle  and  calves 

Mil. 

lb.  - 

21,011 
12,581 

21,6lU 

21,831 

Hogs 

Mil. 

lb. 

13,063 

12,953 

Sheep  and  lambs 

Mil. 

lb. 

6k6 

602 

550 

Chickens 

Mil. 

lb.  : 

7,527 

7,580 

8,059 

Turkeys 

Mil. 

lb. 

1,883 

1,620 

1,618 

Eggs  ; 

Mil. 

lb. 

9,163 

9,06U 

9,018 

Milk 

Bil. 

lb. 

118.8 

117.2 

116.2 

3/5,170  3/5,^59 
3/3,137  1/3,136 


3/l3k 

3/2,01*9 
3/16U 

2,317 
V32.1 


3/138 
3/2,270 
3/200 
2,315 
U/32.1 


Prices  received  by  farmers 

Cattle 

Hogs 

Lambs 

Broilers 

Turkeys 

Eggs 

All  milk  (wholesale) 


:  Dol./cwt. 

22.30 

23.  ko 

26.20 

28.20 

28.20 

:  Dol./cwt. 

18.90 

5/18.50 

5/22.20 

22.00 

23.30 

:  Dol./cwt. 

22.10 

2k. k0 

27.20 

27.90 

26.90 

:  Ct./lb. 

13.3 

lk. 2 

15.2 

15.*+ 

13.6 

:  Ct./lb. 

19.6 

20.5 

22.  k 

20.5 

2k.O 

:  Ct./doz. 

:  31.2 

3^.0 

ko.o 

32.8 

31.8 

:  Dol./cwt. 

5.01 

5.2U 

5.k6 

5-15 

5.kO 

1/  Preliminary.     2/  Data  for  50  States  except  where  noted.    Carcass  weight  produc- 
tion  for  red  meats;  ready-to-cook  for  poultry,  and  shell-weight  for  eggs.    3/  Data  for 
U8  States.    Commercial  slaughter  only,     kj  Based  on  monthly  data.     5/  Marketing  year 
average — December-November. 
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averaged  moderately  higher  than  last  year. 
The  April  1  increase  in  the  support  level 
for  manufacturing  milk  helped  boost  prices 
in  the  second  quarter.     Price  increases  in 
the  second  half  will  likely  moderate,  and 
by  the  closing  months  of  the  year  prices 
may  be  a  little  above  1969  levels. 

Supply-Price  Prospects  for  Crops 

As  the  new  season  gets  underway, 
supplies  of  major  crops  for  the  1970/71 
marketing  year  appear  in  somewhat  closer 
balance  with  prospective  utilization. 
Total  output  is  expected  to  expand  slight- 
ly, but  utilization — domestic  and  export-- 
will  also  probably  show  a  small  gain  for 
the  season.     Producer  prices,  supported 
partly  by  loan  rates  for  major  crops, 
will  likely  average  somewhere  around  the 
1969/70  marketing  season. 

Crop  output  is  expected  to  increase 
slightly  to  a  new  record  in  1970.  Acre- 
age planted  for  harvest  totaled  an  esti- 
mated 300  million  acres,  up  1  million 
from  the  19^9  season.     In  addition, 
July  1  crop  prospects  were  good  in  most 
areas.    Currently  larger  crops  are  in 
prospect  for  feed  grains,  soybeans,  and 
sugarcane.    Food  grain  output  is  smaller 
this  season,  and  production  cutbacks  are 
expected  for  tobacco,  sugarbeets,  non- 
citrus  fruits,  and  vegetables  for  proc- 
essing. 

Feed  grain  supplies  and  use  are 
expected  to  expand  again  in  1970/71,  re- 
sulting in  another  year  of  close  balance. 
Output  was  estimated  in  July  to  be  h<?0 
larger  in  1970,  and  even  though  carryin 
stocks  are  down,  total  supplies  would  be 
a  little  larger.    On  the  utilization  side, 
livestock-feed  price  relationships  may  be 
less  favorable  for  feeding  but  the  in- 
creased number  of  animals  points  to 
another  moderate  pickup  in  feed  use. 
Early  indications  are  that  foreign  mar- 
kets for  feed  grains  may  be  only  slightly 
improved  over  1969/70.     Producer  prices 
are  currently  running  about  3%  above  last 
season's  levels;  they  are  expected  to  be 
sensitive    to  changes  in  supply  prospects 
and  demand  in  coming  months. 


Harvested  wheat  acreage  this  season 
was  the  smallest  since  193^.  However, 
record-high  yields  resulted  in  a  crop 
only  8%  below  last  year's  output.  Be- 
cause of  a  bigger  carryover,  1970/71  sup- 
plies are  down  only  slightly.  Prospects 
for  some  decline  in  wheat  feeding  suggest 
that  domestic  use  may  trail  last  season's 
pace.    However,  the  outlook  for  exports 
appears  more  promising,  with  commercial 
sales  expected  to  exceed  last  year's  300 
million  busne-Lo.     jrrugram  smpmenrs,  how- 
ever, continue  highly  uncertain.  Early- 
season  prospects  point  to  a  carryover  next 
July  at  about  this  year's  level. 

Activity  continues  vigorous  in  soy- 
bean product  markets.    Although  the  ex- 
pected increase  in  the  soybean  crush  and 
exports  during  1970/71  will  not  match  the 
current  season's  gain,  total  disappear- 
ance will  likely  expand  again.  Total 
1970/71  supplies  are  expected  to  be  down 
because  of  a  smaller  carryin  and  only  a 
slightly  bigger  crop.    As  a  result, 
stocks  at  the  end  of  the  1970/71  season 
will  probably  fall  sharply  again.  Prices 
currently  are  substantially  higher  than 
last  year  because  of  exceptionally  strong 
demand  for  soybean  products  this  season. 
In  coming  months  soybean  prices  will  be 
largely  influenced  by  new  oilseed  develop- 
ments around  the  world. 

The  cotton  outlook  in  1970/71  points 
to  increases  in  both  production  and  use 
over  last  season's  low  levels.  Assuming 
better  yields  this  season,  a  2$  increase 
in  planted  acreage  would  boost  output. 
At  the  same  time,  prospective  pickup  in 
exports  and  a  larger  domestic  market 
should  lift  total  use. 

Tobacco  output  for  1970  is  esti- 
mated slightly  below  last  year's  level. 
Carryover  stocks  are  also  down,  giving  a 
slightly  reduced  supply  for  1970/71.  Be- 
cause prospective  production  may  not 
match  expected  use,  carryover  may  drop 
further  by  the  end  of  the  1970/71  season. 
The  1970  crop  of  flue-cured  tobacco  is 
bringing  slightly  higher  prices  than  a 
year  earlier. 
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Acreage  and  output  of  most  process- 
ing vegetables  are  down  moderately  again 
this  season  as  the  industry  moves  to 
bring  supplies  in  closer  balance  with 
anticipated  needs.    Supplies  should  be 
adequate  for  most  items.    Total  supplies 
of  canned  and  frozen  vegetables  for 
1970/71  are  estimated  to  be  off  around  a 
tenth.    Prices  are  holding  firm  to  strong, 
after  having  been. depressed  for  two  sea- 
sons. 

Summer  fresh  vegetable  output  is 
estimated  to  be  up  slightly.    There  will  be 
larger  supplies  of  corn,  lettuce,  carrots, 
tomatoes,  and  snap  beans,  but  less  cab- 
bage, celery,  and  early-summer  onions. 
Prices  are  expected  to  average  around 
those  of  last  year. 

Although  this  season's  citrus  crop 
was  slightly  larger,  total  production  of 
noncitrus  fruits  in  1970  is  expected  to 
be  down  substantially  from  last  year's 
large  crop.    Bigger  expected  crops  of 
prunes  and  plums  are  the  only  major  ex- 
ceptions.   However,  because  of  large 
carryin  stocks  of  processed  deciduous 
fruits,  supplies  are  expected  to  be  ample 
this  season.    Prices  for  many  processed 
items  are  currently  running  below  last 
year. 

Farm  Income  Picture 

Cash  receipts  to  many  farmers  have 
climbed  to  new  highs  in  1970.  Moderately- 
higher  average  prices  and  a  slightly  larg- 
er volume  of  farm  marketings  lifted  cash 
receipts  to  a  seasonally  adjusted  annual 
rate  of  $^9  billion  in  the  first  half. 
This  was  an  increase  of  nearly  6%  over 
the  same  period  of  1969. 

All  of  the  gain  in  market  receipts 
this  year  was  earned  by  livestock  pro- 
ducers.   In  the  first  half,  receipts  from 
livestock  and  product  sales  jumped  nearly 
a  tenth  from  the  previous  year.    The  up- 
surge was  fueled  by  nearly  8%  higher  aver- 
age prices  combined  with  around  a  1% 
advance  in  livestock  and  product  mar- 
ketings. 

Crop  receipts  so  far  in  1970  are 
slightly  behind  the  19&9  pace.  Average 


prices  ran  about  the  same,  while  the 
volume  of  crop  marketings  slipped  a 
little. 

Direct  government  payments  to  farm- 
ers have  lagged  in  the  first  half  of  1970, 
but  will  exceed  year  ago  rates  in  the 
second  half  of  the  year.    For  the  year  as 
a  Whole,  they  may  total  moderately  below 
1969' s  $3.8  billion. 


GOVERNMENT  PAYMENTS  TO  FARMERS 


$  Bll. 


With  cash  receipts  at  a  seasonally 
adjusted  annual  rate  of  $^9  billion  in  the 
first  half ,  realized  gross  income  was 
boosted  to  a  rate  of  over  $56  billion,  up 
$2  billion  from  first  half  1969.  But 
spiraling  production  costs  continued  to 
cut  away  at  farmers'  net  incomes.  Thus, 
realized  net  income  in  the  first  half  of 
the  year  was  held  to  a  rate  of  $16.3  bil- 
lion, up  only  $200  million  from  the  1969 
rate. 

Farm  income  prospects  appear  less 
promising  during  the  rest  of  the  yeark 
Big  increases  in  red  meat  (particularly 
pork),  poultry  and  egg  supplies  likely 
for  the  last  half  of  1970  indicate  some 
easing  in  average  producer  prices  for 
livestock  and  products.    Thus,  even  if 
receipts  from  crop  sales  hold  up  fairly- 
well,  the  increase  in  total  cash  receipts 
over  a  year  earlier  may  narrow  in  the 
next  few  months. 

Some  easing  in  the  advance  in  farm 
input  costs  may  occur,  although  total  pro- 
duction outlays  are  expected  to  continue 
upward.    Accordingly,  realized  net  farm 
income  in  the  second  half  of  1970  may  dip 
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slightly  below  a  year  earlier.    Even  so, 
for  the  year  realized  net  farm  income 
will  likely  total  somewhere  close  to  the 
$16.2  billion  of  1969. 


REALIZED  NET  FARM  INCOME* 
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Farm  Input  Costs 

Prices  paid  by  farmers  for  produc- 
tion items,  interest,  taxes,  and  wage 
rates  averaged  k'fo  higher  for  the  first 
6  months  of  the  year.    A  decline  in 
feeder  livestock  prices  partially  offset 
increases  for  taxes  and  wage  rates. 

On  July  1,  1970,  the  composite  farm 
wage  rate  (a  weighted  average  of  all 
rates)  rose  to  $1.38' per  hour,  7%  over 
July  19&9-     Increases  occurred  in  all 
farm  regions  with  the  largest  gains  re- 
ported in  the  South  Atlantic,  New  Eng- 
land, and  East  South  Central  States. 

The  number  of  hired  farm  workers 
showed  a  10%  gain  in  June  over  the  same 
period  of  1969-  Contributing  to  this  up- 
swing was  much  better  weather,  particu- 
larly in  the  North  Central  States  where 
nearly  half  of  the  gain  occurred,  and  a 
larger  available  supply  of  labor. 

Early  in  the  second  quarter,  prices 
paid  for  fertilizer  reversed  a  long-term 
decline  and  moved  3%  above  a  year  ear- 
lier.   This  rise  apparently  resulted  from 
attempts  by  fertilizer  producers  and  mar- 
keters to  restore  some  strength  to  de- 


pressed prices.  However,  supplies  are 
large  relative  to  demand,  and  any  sus- 
tained uptrend  seems  unlikely.  Although 
final  price  data  will  not  be  available 
until  fall,  preliminary  indications  sug- 
gest that  increases  may  have  moderated 
late  in  the  second  quarter. 

Retail  sales  of  farm  machinery  and 
equipment  continued  depressed  in  the 
second  quarter.     Inflationary  pressures, 
the  high  cost  of  credit,  and  a  deferment 
until  late  summer  of  direct  government 
payments  have  tended  to  dampen  farmers ' 
demand  for  capital  inputs  again  this 
year.     Prospects  for  recovery  likely 
hinge  on  price  improvements  in  the  crop 
sector. 


INTEREST  PAID  BY  FARMERS 
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Total 
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During  May,  retail  tractor  sales 
were  down  nearly  a  fourth  from  May  1969, 
according  to  Farm  and  Industrial  Equip- 
ment Institute.    Tractor  dealers  sold  lh% 
fewer  units  in  January-May  1970  than  in 
the  same  period  last  year.    Sales  trailed 
a  year  ago  in  all  size  categories  except 
the  8O-89  hp.  group,  which  increased 
sharply  over  the  same  period  of  1969. 

Farm  machinery  sales  (excluding 
tractors)  showed  some  improvement  in  May, 
but  compared  with  a  year- earlier  sales 
continued  depressed.    Excluding  large 
combines  and  corn  heads,  unit  sales  of 
most  items  are  down  from  last  year. 
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Table  k. — General  economic  activity 


(Seasonally  adjusted  annual  rates) 


Item 

1969 

:        1970  ! 

Year  : 

1968  : 

Year 

1969 

in  ; 

IV 

'.  I 

! 11  11 \ 

Billion 

dollars 

mm      mm  — ■ 

Gross  national  product 

:  9U2 . 6 

951  7 

959  5 

970  1 

865.0 

931.  h 

Gross  national  product 

(1958  dollars) 

.  730.9 

729.2 

723.8 

72**.  3 

707.2 

727.1 

Disposable  personal  income 

:  6k0.6 

650.6 

665.3 

68*+.  0 

591.2 

631.6 

Personal  consumption 

expenditures 

.  582.1 

592.6 

603  1 

61U.2 

535.8 

y  ~y  y  *  ^ 

577.5 

y  \  1  •  y 

Durable 

:  89.5 

■        ^  y  *  y 

90.8 

89.1 

91.8 

Qk.O 

90.0 

Nondurable 

:  2^8.1 

252.0 

258.8 

262.1 

230.2 

2145.8 

Services 

:  2UU.5 

2U9.8 

255.2 

*—  y  y  • 

260.2 

221.6 

2^1.6 

Personal  savings 

:  1*2.0 

kl.l 

1+U.8 

52.1 

37.6 

Net  government  receipts 

:  222.1 

223.3 

218.5 

* —     w  ■  y 

192.8 

220.8 

Government  purchases 

:  2ll*.l 

216.3 

219.6 

218.3 

200.2 

212.2 

Federal 

:  102.5 

102.1 

102.3 

99.6 

y  y  * 

99.5 

101.3 

State  and  local 

:  111.6 

llU.2 

117.1* 

118.7 

100.7 

110.8 

Deficit  or  surplus  (on  income 

and  product  accounts) 

:  8.0 

7.1 

-1.2 



-7.3 

8.7 

Gross  private  domestic  in- 

vestment 

:  IU3.8 

lU0.2 

133.2 

133.8 

126.5 

139.8 

Fixed  investment 

:  132. h 

133.0 

~^-y  -y  "  w 

131.6 

131.2 

118.9 

131.  h 

Residential 

:  31.0 

30.U 

29.1 

28.5 

30.3 

32.0 

Nonresidential 

:  101.5 

102.6 

102.6 

102.7 

88.7 

99-3 

Change  in  business  inven- 

tories 

:  11.3 

7.2 

1.6 

2.6 

7.6 

8.5 

Gross  retained  earnings 

:  99.1 

96.O 

95.7 

95.6 

97.3 

Excess  of  investment 

:  -hk.7 

-hk.2 

-37.5 

-31.0 

-1*2.5 

Net  exports  of  goods  and 

services 

\  2.6 

2.6 

3.5 

3.8 

2.5 

1.9 

Per  capita  disposable  per- 

sonal income  (1958  dollars) 

:  2,535 

2,537 

2,556 

2,593 

2,1*80 

2,517 

Total  civilian  employment 

(millions)  2/ 

:  78.1 

78.6 

79.0 

78.5 

75-9 

77.9 

l/  Preliminary. 

2/  U.S.  Department  of  Labor. 


U.S.  Department  of  Commerce. 
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The  economy  remains  sluggish  into  the 
summer.    Real  output  of  goods  and  services 
declined  in  the  first  quarter  and  was  vir- 
tually unchanged  in  the  second.  With 
reduced  Federal  defense  outlays  and  busi- 
ness investment  moderating,  industrial 
production  has  edged  steadily  downward, 
capacity  utilization  rates  have  dropped 
sharply,  and  employment  has  fallen.  Gen- 
eral price  increases  have  slowed  somewhat, 
but  cost  pressures  are  still  very  strong 
as  wage  settlements  become  very  large  and 
industrial  materials  continue  expensive. 


GROSS  NATIONAL  PRODUCT 

Change  From  Previous  Quarter 


i  B I L 


In  contrast  to  the  general  slowdown, 
consumer  spending  remains  very  strong  as 
after- tax  incomes  surge.    Inventory  in- 
vestment, which  declined  $U  billion  in 
the  last  quarter  of  19&9  and  5?  billion 
in  the  first  quarter  of  1970,  rose  $1 
billion  in  the  second  quarter  according 
to  preliminary  estimates  by  the  Depart- 
ment of  Commerce.    And  it  appears  that 
net  exports  are  continuing  a  year  long 
rise. 

Outlook  for  1970/71 

Economic  activity  is  expected  to 
rise  slightly  throughout  the  remainder  of 
this  year.     Barring  significant  labor 
troubles,  a  pickup  in  auto  and  other  du- 
rable goods  sales  is  expected  as  less 
expensive  models  and  other  lower  priced 
items  are  featured  and  inventories  are 
worked  off.    Demand  for  housing  may  be 


GNP  and  final  sales,  change 
from  previous  quarter 


Year 

GNP 

:  Final  : 
:   sales  : 

Inventory 
change 
1/ 

Bil.  dol 

1967: 

I 

J.  1 

JLM-  •  \J 

TT 

IX 

10.1 

15.2 

-5.1 

III 

16.  k 

12.2 

k.2 

IV 

15.0 

13.7 

1.3 

1968: 

I 

CO  .  H 

-7  k 
-  f  ,H 

II 

23.2 

15.5 

7.8 

III 

17.7 

19.8 

-2.2 

IV 

15.6 

1U.5 

1.1 

1969: 

I 

16.2 

18.1 

-1.9 

II 

16.1 

15.7 

.5 

III 

18.9 

15.3 

3.U 

IV 

9.1 

13-3 

-k.l 

1970 : 

I 

7.8 

13. ^ 

-5.6 

II  2/ 

10.6 

9.6 

.  1.0 

l/  Represents  the  difference  in  the  rate 
of  change  in  business  inventories.  For 
example,  the  change  in  business  inven- 
tories in  the  second  quarter  of  1970  ($2.6 
billion)  less  the  change  in  the  first 
quarter  of  1970  ($1.6  billion)  equals 
plus  $1.0  billion. 

2/  Preliminary. 

partially  satisfied  as  a  result  of  more 
favorable  financing  conditions  and  addi- 
tional government  support.  Moreover, 
despite  generally  smaller  corporate  profits 
and  liquidity  problems  facing  a  few  large 
corporations,  many  industries  may  expand 
moderately  their  expenditures  for  plant 
and  equipment. 

Further  gains  in  after-tax  incomes 
caused  by  rising  wage  rates  and  larger 
personal  exemptions  plus  the  expansionary 
effect  of  a  developing  Federal  deficit 
may  offset  reduced  defense  expenditures 
and  low  inventory  accumulation.    For  1970 
as  a  whole,  gross  national  product  is 
expected  to  increase  somewhere  around  $50 
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billion  compared  with  a  nearly  $70  billion 
gain  in  1969*    Growth  in  real  output  for 
the  year  may  hold  to  less  than  1%,  far 
below  I968  and  19^9  advances  and  the 
Nation's  potential  required  for  full  em- 
ployment . 


GNP  AND  UNEMPLOYMENT 


1958       '60        '62        '64        '66         '68  '70 


!C«*NCE  FHOt  PHEVIOU!  If*".    OcROJI  U*  riONAL  PRODUCT  IN  r»sa  DOLLARS.       A  ESTIMATED. FIRST  HALF  1770 


the  gross  national  product  well  into  the 
trillion  dollar  bracket;  some  improvement 
in  exports  and  private  housing  is  also 
likely. 

Government  Expenditures 
and  Receipts 

As  part  of  its  fiscal  policy  designed 
to  slow  inflationary  pressures,  the  Fed- 
eral Government  reduced  purchases  of  goods 
and  services  by  nearly  $3  billion  in  the 
second  quarter,  compared  with  the  previous 
3  months.    A  large  part  of  the  decrease 
represented  cuts  in  defense  expenditures, 
although  a  number  of  domestic  programs 
have  been  trimmed  below  last  year's  allo- 
cations.   Vietnam  troop  withdrawals  and 
delays  of  proposed  weapon  systems  contri- 
buted to  the  Federal  decline,  underway 
for  the  past  year  and  a  half. 


Looking  into  1971 >  inflationary  pres- 
sures will  probably  wind  down  further  as 
productivity  picks  up,  'allowing  somewhere 
around  a  2-^-3%  gain  in  real  output.  Be- 
cause disposable  incomes  may  rise  at  a 
somewhat  slower  rate  than  in  1970,  con- 
sumer spending,  while  still  very  substan- 
tial, may  not  be  as  dominant  as  it  is 
this  year.    Economic  support  is  likely  to 
come  mainly  from  fiscal  policies  which 
may  permit  larger  public  expenditures  for 
environment,  welfare,  and  housing  programs , 
Business  investment  in  inventories  and 
plant  and  equipment  will  also  help  push 


DISPOSABLE  PERSONAL  INCOME* 


$  BIL. 


— ^    Chang*  in 
personal  incom 


 I   "  " 


1967 


1968 


1969 


1970 


1971 


1972 


Federal  receipts  and  expenditures, 
national  income  basis  1/ 


Item 

.       1969  : 

[FirstSecond" 
;  half;  half  j 

1970 
first 
half 
2/ 

RECEIPTS 

: 199.8 

201.  k 

3/195.9 

Personal  tax 

•  95.5 

96.2 

93. ^ 

Corporate  profits 

tax 

:  UO.O 

38.U 

3/3^ 

Indirect  business 

tax 

!  18.8 

19.U 

I9.h 

Social  insurance 

:  1+5.6 

kj.k 

U8.7 

EXPENDITURES 

188.  U 

19U.2 

20U.2. 

Goods  &  services 

■ioo.U 

102.3 

100.9 

Transfer  payments 

51.U 

52.8 

59.9 

Grants  to  State  & 

local  governments 

19.  ^ 

20.9 

23.8 

Net  interest  paid 

12.8 

13.6 

1U.3 

Subsidies  less 

surplus 

k.k 

k.8 

5.1 

SURPLUS  OR  DEFICIT 

ll.h 

7.2 

-8.3 

1/  Calendar  years  in  billions  of  dol- 
lars, seasonally  adjusted  annual  rates. 
2/  Preliminary. 
3/  Estimated. 
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A  slowing  economy,  lowered  income 
taxes,  and  increased  transfer  payments 
caused  a  budget  deficit  in  April-June 

1970,  and  may  do  so  in  most  of  fiscal  year 

1971,  despite  the  cut  in  Federal  outlays. 
Corporate  profit  tax  accruals,  dropping 
sharply  in  the  first  quarter  of  calendar 
1970,  will  likely  sink  a  little  lower  al- 
though some  second  quarter  corporate  re- 
ports were  brighter  than  anticipated. 
Personal  tax  receipts,  including  receipts 
for  1969  liabilities  paid  in  April,  main- 
tained their  first  quarter  level,  but  will 
drop  substantially  in  the  third  quarter 

as  the  recent  surtax  terminated  June  30. 

Expenditures  by  State  and  local 
governments  increased  moderately,  follow- 
ing a  very  large  rise  in  the  first  quarter. 
For  1970,  these  outlays  are  expected  to 
increase  at  a  fairly  rapid  rate  as  many 
jurisdictions  increased  tax  rates  and 
accelerated  efforts  to  curb  crime  and 
drug  use  and  improve  health  and  education 
facilities.    But,  largely  dependent  upon 
indirect  business  (sales)  taxes  and  bond 
offerings,  these  governments  could  be 
particularly  hurt  by  a  continued  economic 
slowdown  and  high  interest  rates.  How- 
ever, the  prospects  for  increased  Federal 
grants-in-aid  are  good  as  emphasis 
switches  to  local  administration. 

Investment  Demand 

Gross  private  domestic  investment, 
a  source  of  considerable  strength  in  the 
1968-69  expansion,  increased  only  slightly 
in  the  second  quarter.    After  dropping 
dramatically  earlier  this  year,  inventory 
investment  rose  slightly,  overcoming  a 
minute  decrease  in  expenditures  for  resi- 
dential structures.    Business  fixed  in- 
vestment remained  level  for  the  third 
consecutive  quarter.    These  developments 
reflect    reduced  demand,  a  relatively 
restrictive  monetary  situation,  rising 
labor  and  material  costs,  weaker  corporate 
profits,  and  perhaps,  equity  losses  in 
the  stock  markets. 

A  June  increase  in  housing  starts 
provided  a  happy  note  in  the  investment 
picture.    This  advance  followed  13  month- 
ly declines  in  the  previous  16  months. 
As  more  funds  flow  into  building  and  loan 


Major  GNP  components,  change 
from  previous  quarter 
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associations,  and  building  permits  remain 
fairly  high,  there  is  hope  in  the  housing 
industry  that  starts  may  average  1.4  mil- 
lion this  year.    This  would  be  below  the 
average  for  19&9,  but  much  higher  than 
earlier  estimates  indicated. 

Consumer  Demand 

Shoppers  accelerated  their  spending 
in  the  second  quarter,  providing  the  bulk 
of  the  GNP  expansion.     Consumer  expendi- 
tures increased  $11  billion,  more  than  in 
any  of  the  preceding  3  quarters.  Spending 
on  durable  goods,  which  had  fallen  over 
$l-3/U  billion  in  the  first  quarter,  in- 
creased by  $2-3/U  billion,  mainly  due  to 
a  pickup  in  auto  sales.    This  reversed 
the  situation  earlier  this  year  in  which 
a  severe  decline  in  car  purchases  caused 
reduced  plant  operations  and  unemployment 
as  well  as  a  rise  in  the  price  of  used 
cars. 

Nondurable  goods  purchases  slowed  to 
an  increase  of  $3  billion  after  a  $7  bil- 
lion rise  in  the  first  quarter.  Purchases 
of  food  and  beverages  rose  $1.5  billion 
after  rising  over  $4  billion  in  the  pre- 
vious quarter.    Spending  on  services  rose 
$5  billion,  continuing  its  steady  upward 
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trend  and  now  about  matching  the  amount 
Americans  spend  on  nondurables. 


Major  personal  income  components, 
change  from  previous  quarter 


PER  CAPITA  DISPOSABLE  INCOME 

DOLLARS  (THOUS.)  


1965      1966       1967      1968      1969  1970 


Income  and  Employment 

Civilian  employment,  on  a  seasonally 
adjusted  basis,  declined  in  June  for  the 
third  straight  month  to  the  lowest  since 
last  September.    However,  the  labor  force 
dropped  even  a  larger  amount,  apparently 
reflecting  discouragement  caused  by  a 
slower  economy  among  teenagers  and  mar- 
ginal workers.    Accordingly,  the  unemploy- 
ment rate  fell  to  from  5.0$  in  May 
and  the  number  of  people  unemployed  drop- 
ped below  k  million. 

Comparisons  with  a  year  earlier  de- 
lineate the  degree  the  economy  has  slowed. 
The  number  of  workers  unemployed  for  over 
15  weeks  or  more,  for  example,  has  in- 
creased from  385  thousand  to  685  thousand. 
And  the  unemployment  rate  for  blue  collar 
workers  rose  to  over  6%  from  slightly  less 
than  h$>  last  June. 

Rising  wage  rates,  large  retroactive 
social  security  benefits,  and  retroactive 
wage  payments  to  Federal  military  and 
civilian  personnel  boosted  personal  in- 
comes a  record  $19.2  billion  in  the  second 
quarter.    With  income  rising  considerably 
more  than  even  the  rise  in  spending,  the 
saving  rate  rose  sharply  from  6-3/^  in 
the  first  quarter  to  7-l/2$  in  the  second. 
This  high  saving  rate  (percent  saving  is 
of  disposable  income)  could  cushion  pur- 
chasing power  later  in  the  year  if  labor 
disputes  occur  or  unemployment  grows. 
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INCOME  AND  EXPENDITURES 


$  BIL. 


Prices 

After  remaining  level  in  April,  and 
rising  only  moderately  in  May  and  June, 
wholesale  prices  rose  0.%  in  July.  Indus- 
trial commodities  increased  slightly;  farm 
products  and  processed  foods  strengthened 
seasonally.    Although  it  accelerated  in 
July,  the  Wholesale  Price  Index  rise  was 
still  much  slower  than  the  rapid  climb 
last  fall. 
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The  Consumer  Price  Index  rose  0.h% 
in  June,  the  same  pace  as  May.    The  in- 
crease resulted  primarily  from  higher 
prices  for  used  cars,  homes,  and  most 
types  of  consumer  services.    On  a  season- 
ally adjusted  basis,  commodity  prices 
rose  significantly  less  than  in  May,  as 
food  retail  prices  declined  and  the  rates 
of  increase  in  prices  of  both  durables 
and  nondurable s  other  than  food  both 
slowed  noticeably.    The  index  for  all 
items  in  June  was  6%  above  a  year  ago. 

The  gross  national  product  deflator, 
which  measures  price  changes  of  final 
goods  and  services,  decelerated  to  a  rise 
of  k$>  in  the  second  quarter.  Although 
some  of  this  deceleration  was  due  to 
technical  factors,  it  still  represented 
a  definite  slowing  of  the  general  price 
level.    If  present  fiscal  and  monetary 
policies  succeed,  this  price  deflator  can 
be  expected  to  slow  more  by  year's  end. 

Monetary  Situation 

A  slightly  tighter  monetary  rein  was 
evident  in  June  after  considerable  re- 
laxation in  most  of  the  first  half.  In- 
creases in  time  deposits  at  commerical 
banks  appeared  to  slow  somewhat  and  some 
long-term  interest  rates  have  edged  up 
although  short-term  interest  rates  have 
trended  downward  after  a  rise  from  April 
to  May.    Currency  outside  banks  and  demand 
deposits  continued  to  rise  in  June,  but 
less  than  in  May. 
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In  contrast  to  these  developments, 
total  bank  credit  rose  in  June  with  in- 
vestments increasing.    Borrowings  at 
Reserve  Banks  picked  up  and  total  reserves 
of  member  banks  declined.  These  movements 
reflect  the  improved  position  of  the 
banks  which  can  now  pay  higher  interest 
rates  on  large  deposits. 


Foreign  Trade 

U.S.  imports  increased  but  exports 
rose  faster,  lengthening  the  steady  im- 
provement in  our  export  balance  which 
began  in  early  1968.    Net  exports  (exports 
minus  imports)  of  goods  and  services  rose 
in  the  second  quarter  to  a  $3.8  billion 
seasonally  adjusted  annual  rate,  reaching 
their  highest  point  since  1967. 

Prospects  for  1970  exports  appear 
good  as  domestic  anti- inflationary  meas- 
ures prevail.    Pressure  remains  strong  in 
several  domestic  areas  to  counter  non- 
tariff  barriers  abroad.    But,  as  U.S. 
productivity  improves,  the  trade  losses 
abroad  suffered  by  some  of  our  industries 
will  tend  to  be  increasingly  offset. 

Major  international  transactions 
of  the  United  States  1/ 

(Billions  of  dollars, 
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INTEREST  RATES* 
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Balance  of  Payments 

Despite  the  improvement  in  our  trade 
situation,  U.S.  balance  of  payments  (which 
measures  capital  flows  as  well  as  goods 
and  services)  took  a  turn  for  the  worse 
in  the  first  quarter.    The  liquidity- 
balance  was  in  deficit  by  over  $1.5  bil- 
lion, seasonally  adjusted,  as  private 
capital  flows  moved  adversely.  This 
represented  a  $1.8  billion  adverse  swing 
from  the  $211  million  surplus  in  the 
fourth  of  1969. 


SELECTED  CONSUMER  PRICES 
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U.S.  DEPARTMENT  OF  AGRICULTURE 


SOURCE:  BUREAU  OF  LABOR  STATISTICS. 
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AGRICULTURAL  PRICES  IN  THE  SIXTIES 

by 

J.  Dawson  Ahalt 


ABSTRACT:    Rapidly  fusing  phiceb  in  many  bo.cX.ohA  ofa  the  economy  have  been  a  majon. 
i&6ue  in  no.t2.nt  yea/u>.    Although  prices  ^on.  ^anm  pn.odu.cti>  increased  considerably 
dixfibig  the  iixXieb,  paAticulanly  in  the.  second  hall,  they  advanced  less  than  pri- 
vate nonfarm  pnlces .    ?nices  paid  by  (^a/tweA,6  fan,  production  item  ctimbed  moxe 
sharply  than  nonfarm  prices  during  the  decade. 

KEY  WORDS:    Supply,  dmand,  ^arm  product  prices,  input  prices. 


Prices  for  farm  products  rose  con- 
siderably during  the  sixties,  particularly 
in  the  decade's  second  half  when  most 
other  prices  were  accelerating.  However, 
unlike  the  persistent  price  uptrend  in 
most  sectors,  prices  for  farm  products 
fluctuated  widely  in  response  to  changes 
in  market  forces.    By  the  closing  months 
of  the  decade,  these  prices  averaged  less 
than  a  fifth  above  1957-59  levels,  com- 
pared with  a  sharper  price  increase  of 
around  a  fourth  for  the  private  nonfarm 
sector. 
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During  the  sixties  most  of  the  in- 
crease in  farm  product  prices  came  from 
the  livestock  and  products  complex.  In 
the  second  half  of  the  decade,  smaller 
gains  in  supplies,  coupled  with  a  sub- 
stantial expansion  in  consumer  demand  and 


a  buildup  in  general  inflationary- 
pressures,  increased  livestock  and  prod- 
uct prices  considerably.    At  the  close  of 
1969>  prices  for  livestock  and  products 
were  running  about  a  third  above  1957-59 
levels,  while  prices  for  crops  were 
virtually  unchanged. 

Nature  of  Demand  for  Farm  Products 

Use  of  most  farm  products,  partic- 
ularly at  farm  and  wholesale  levels, 
tends  to  respond  fairly  slowly  to  changes 
in  both  prices  and  incomes.  Generally, 
sizable  variations  in  prices  of  products, 
prices  of  close  substitutes  and  com- 
plements, or  levels  of  consumer  income 
are  necessary  to  produce  significant 
changes  in  the  quantity  purchased.  Viewed 
from  the  concept  of  price  determination, 
fluctuations  in  market  supplies  or  con- 
sumer demand  tend  to  cause  proportionately 
wider  swings  in  market  prices  of  farm 
products.    This  characteristic  of  a  more 
inelastic  demand  for  farm  products  com- 
pared to  nonfarm  commodities  implies  that 
much  larger  relative  adjustments  in  prices 
occur  in  response  to  changes  in  market 
supplies. 

The  Early  Sixties 

With  this  background,  consider  the 
behavior  of  farm  product  prices  during 
the  sixties.    Although  farm  commodity 
prices  have  increased,  they  tend  to  do  so 
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at  a  slower  rate  than  prices  for  other 
items  except  during  wartime  or  when  in- 
flationary pressures  build  up  rapidly- 
such  as  in  the  past  few  years.  Somewhat 
lower  relative  prices  for  farm  products 
reflect  the  tendency  for  growth  in  farm 
output  to  outpace  the  expansion  in  market 
outlets,  particularly  for  crops.  Increases 
in  domestic  markets  for  farm  products  are 
pretty  well  tied  to  population  growth, 
which  has  slowed  in  recent  years. 

During  the  first  half  of  the  sixties, 
farm  product  prices  showed  little  overall 
change  as  the  expansion  in  output- 
part  icularly  for  livestock  and  products — 
exceeded  growth  in  domestic  markets.  Real 
economic  growth  in  the  Nation's  economy 
advanced  at  a  rate  of  around  k^f0  annually, 
and  unemployment  averaged  5.7$  during 
1960-6^.    Meanwhile  after-tax  incomes  of 
consumers  improved  just  a  shade  under  6% 
per  year.    But  because  of  rapid  output 
gains  for  livestock  and  products,  espe- 
cially in  196*1,  prices  for  farm  products 
at  the  end  of  I96U  averaged  below  1957-59 
levels,  while  nonfarm  private  sector 
prices  were  up  an  average  of  8$. 


PRICES  RECEIVED  BY  FARMERS 
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Prices  for  livestock  and  products 
were  under  downward  pressure  during  the 
first  half  of  the  sixties,  primarily 
because  of  big  gains  in  red  meat  output. 
Sizable  advances  in  pork  production  in 
1963  and  I96U  contributed  to  sharp  de- 
clines in  hog  prices,  while  increases  in 
beef  production  pushed  cattle  prices  to 
their  lowest  levels  in  years.    Prices  for 
dairy  products,  poultry,  and  eggs  held 
relatively  steady  during  this  period. 


Producer  prices  for  crops  rose  moder- 
ately during  the  early  sixties  as  pro- 
duction was  limited  by  government  programs 
and  large  stocks  were  reduced.    This  price 
increase  pretty  much  offset  the.  decline  in 
livestock  and  product  prices.    Most  of  the 
crop  price  advance  came  from  higher  av- 
erage prices  for  grains  and  soybeans. 
These  increases  also  reflected  some 
healthy  gains  in  U.S.  farm  product  exports 
despite  boosts  in  support  price  levels.  In 
addition  average  prices  for  commercial 
vegetables  trended  upward  gradually  during 
196o-61f,  and  fruit  prices  rose  consider- 
ably in  1963  and  196^  because  of  reduced 
citrus  crops.    Potato  prices  also  turned 
sharply  upward  in  late  I96U  in  response 
to  a  drop  in  output. 


Second  Half  of  the  Sixties 

In  the  mid-sixties,  several  important 
changes  began  taking  place  which  would 
have  major  impacts  on  agriculture.  Modifi- 
cations were  made  in  farm  programs  which 
reduced  loan  rates  for  several  important 
commodities  such  as  corn,  wheat,  and  cotton 
in  order  to  permit  market  prices  to  be 
closer  to  world  levels.  But  expansion  in 
domestic  markets  coupled  with  rapid 
growth  in  exports  of  farm  products  and  a 
reduction  in  stocks  of  wheat  and  feed 
grains  took  some  downward  pressures  off 
prices.    Moreover,  output  of  several  major 
crops  declined  substantially  in  I965  and 
1966  because  of  poor  weather.  Reduced 
producer  prices  for  hogs  in  1963  and  I96U 
led  to  a  sharp  cutback  in  pork  production, 
and  beef  output  registered  only  a  small 
gain  in  1965. 


PRICES  RECEIVED  BY  FARMERS 
FOR  SELECTED  CROP  PRODUCTS 
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Meanwhile,  several  significant  price- 
strengthening  forces  were  developing  on 
the  demand  side.    A  vigorous  expansion  in 
the  private  sector,  already  underway  be- 
cause of  reduced  taxes  in  I96U,  was 
boosting  employment  levels  and  contri- 
buting to  large  gains  in  after- tax  in- 
comes.   Unemployment  rates  in  early  I965 
dropped  below  5%  for  the  first  time  since 
the  mid-fifties    and  averaged  3 during 
the  second  half  of  the  decade.  Disposable 
incomes  began  advancing  at  about  an- 
nually, in  contrast  to  average  gains  of 
less  than  6%  in  the  first  half  of  the 
sixties. 

Concurrently  because  of  Vietnam,  a 
rapid  buildup  in  defense  expenditures  was 
taking  place,  including  increased  military 
purchases  of  food.    As  the  number  of 
available  workers  became  scarce,  wage 
demands  accelerated  and  by  mid-1966  in- 
flationary price  pressures  were  becoming 
evident.    These  factors,  reinforced  by  a 
slower  expansion  in  farm  product  supplies, 
turned  farm  product  prices  upward  in  early 
1965.    This  recovery  continued  into  1966 
and  led  to  the  highest  level  of  farm 
prices  since  the  Korean  conflict  some  15 
years  earlier. 

But  the  rapid  advance  in  farm  prod- 
uct prices  was  shortlived,  though  dairy 
product  prices  continued  to  advance 
throughout  1966  because  of  tight  supplies 
and  an  increase  in  dairy  price  supports. 
However,  by  mid-1966,  production  of  pork 
was  turning  around,  and  output  of  beef, 
poultry,  and  eggs  was  picking* up  rapidly 
as  a  result  of  the  runup  in  producer 
prices  which  began  in  1965- 

Moreover,  because  of  the  drawdown  in 
grain  stocks  and  concern  about  declines 
in  world  grain  production,  U.S.  acreage 
planted  to  feed  and  food  grains  was  in- 
creased moderately  in  I967.    The  result 
was  an  expansion  in  farm  output  in  I967, 
the  largest  recorded  for  the  decade.  Be- 
cause of  this  increase,  prices  for  farm 
products  continued  to  decline  and  for  I967 
averaged  %  below  the  previous  year's 
level.    However,  growing  domestic  and  ex- 
port markets  again  began  to  bolster  market 
prices  late  in  the  year,  even  though 
supplies  of  crop  and  livestock  products 
continued  large  throughout  1967. 


In  the  opening  months  of  1968,  smaller 
gains  in  supplies,  combined  with  rapid  in- 
creases in  consumer  demand  and  renewed 
evidence  of  demand  inflation,  pushed 
prices  for  crop  and  livestock  products 
once  again  above  year-earlier  levels. 
Throughout  1968  and  1969>  production  of 
beef  expanded  only  modestly,  and  pork  out- 
put turned  down  unexpectedly  again  in  1969. 
Although  hog-corn  price  ratios  were  very 
favorable  to  hog  producers,  the  recovery 
in  pork  output  was  slow  in  getting  under- 
way due  to  disease  problems,  etc.  In 
addition,  milk  production  declined.  Poul- 
try and  egg  production,  which  tends  to 
respond  fairly  rapidly  to  changes  in  ec- 
onomic forces,  declined  in  I968  because  of 
low  prices  in  I967.    Output  of  turkey  and 
eggs  also  lagged  in  1969* 


PRICES  RECEIVED  BY  FARMERS  FOR  SELECTED 
LIVESTOCK  AND  LIVESTOCK  PRODUCTS 
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Because  of  the  relatively  tight 
supply  situation  for  livestock  and  prod- 
ucts, coupled  with  rapid  increases  in 
consumer  demand,  prices  moved  sharply 
higher  in  1969- -running  in  some  months  as 
much  as  15%  above  a  year  earlier.  This 
strengthening  in  livestock  prices  con- 
tinued into  the  first  quarter  of  1970, 
although  gains  over  a  year  earlier  nar- 
rowed.   Large  supplies  of  grains  and 
soybeans  and  the  bigger  fruit  crop  held 
average  crop  grower  prices  about  un- 
changed.   Even  so,  the  average  for  all 
farm  prices  in  the  first  quarter  was  up 
8%  from  1969  levels.    Since  then,  the 
supply  situation  for  livestock  and  prod- 
ucts, including  eggs,  has  eased  slightly 
and  prices  have  drifted  lower.  Although 
prices  strengthened  some  seasonally  in 
July,  they  averaged  only  2%  above  a  year 
earlier. 
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Higher  prices  for  farm  products  also 
tend  to  drive  up  farm  costs.    For  example, 
nearly  a  third  of  all  farm  production  out- 
lays—purchases of  feeder  livestock,  feed, 
and  seed— actually  originate  on  farms. 


PRICES  OF  SELECTED  FARM  INPUTS 
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Thus,  higher  prices  for  one  farmer's 
products  imply  higher  costs  for  another 
producer's  inputs.    These  ties  are  partic- 
ularly strong  in  the  feed-livestock  sector. 

m 

Prices  paid  by  farmers  for  production 
items  (including  interest,  wages,  and 
taxes)  were  running  nearly  a  third  above 
1957-59  levels  by  year-end  1969.  In- 
creases in  production  costs  accelerated 
in  the  late  sixties,  as  prices  for  inputs 
produced  in  the  nonfarm  supply  sector 
picked  up  in  line  with  the  acceleration 
in  general  price  levels.    Interest  charges 
and  taxes  have  accelerated  sharply  in  re- 
cent years.    Wage  rates  for  hired  labor, 
in  response  to  tight  labor  markets  and 
minimum  wage  laws,  have  also  been  signif- 
cant  contributors  to  the  recent  farm  cost- 
price  squeeze.    The  major  exception  to 
this  sharp  increase  in  farm  input  costs 
has  been  the  decline,  until  recently,  in 
fertilizer  prices. 
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Index  numbers  of  prices  received  by  farmers,  annual  average  by  ccnmodity 
groups,  United  States,  1960-69 
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Index  numbers  of  prices  paid  by  farmers, 
United  States,  1960-69 
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1/  Includes  sveetpotatoes  and  dry  edible  beans.      2/    Prices  paid,  interest,  taxes,  and  wage  rates.     3/  In- 
cluding interest,  taxes,  and  wage  rates.      kj    Payable  per  acre.       $/    For  hired  farm  labor.    Simple  average  of 
quarterly  indexes  seasonally  adjusted. 
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